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Official Title and Summary Prepared by the Attorney General
CALIFORNIA HOUSING AND JOBS INVESTMENT BOND ACT.
$185 MILLION LEGISLATIVE BOND ACT.

• This act establishes a comprehensive program to address the severe housing crisis in California
by authorizing the issuance ·of bonds, requires the proceeds of the bonds to be deposited into the
California Housing Loan Insurance Fund for the purpose of providing mortgage guaranty
insurance for low and moderate income first-time home buyers pursuant to Part 4 (commencing
with Section 51600) of Division 31 of the Health and Safety Code, and requires the repayment of
General Fund costs from program revenues in excess of required program costs and reserves.

Final Votes Cast by the Legislature on AB 215 (Proposition 173)
..\ssembly: Ayes 65
Noes 7

28

Senate: Ayes 25
Noes 5
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Analysis by the Legislative Analyst
Background
In 1982 the voters of California approved the
l"irst-Time Home Buyers Act in order to provide
assistance to individuals and families having difficulty
financing the purchase of a first home. The act
authorized the sale of $200 million in general obligation
bonds, with the proceeds used to reduce the mortgage
loan interest rate charged to first-time home buyers.
Only $15 million of the $200 million has been sold,
however, due to the tenns of the program and changes in
market conditions.
Another way in which first-time home buyers can be
assisted is through the purchase of mortgage insurance.
Mortgage insurance provides protection to a lender
against a household's failure to make its monthly
mortgage payments. Mortgage insurance assists
households by reducing the amount of the down payment
needed to qualify for a home mortgage loan. Not all
households wishing to purchase mortgage insurance can
obtain it, however, due to various restrictions. For
example, the Federal Housing Administration, the
largest mortgage insurer in the United States, does not
insure homes costing more than $151,725.
General Obligation Bonds. General obligation
bonds are backed by the state, meaning that the state is
obligated to pay the principal and interest costs on these
bonds. General Fund revenues are used to pay these
costs. These revenues come primarily from the state's
'rsonal income, sales, and corporate taxes.
Usually, the interest on general obligation bonds sold
by the state is exempt from both federal and state income
taxes. Sometimes, however, due to federal program and
financial restrictions. bonds issued by the state are not
eligible for the federal income tax exemption. When this
occurs. the interest rates on these bonds are usually
higher than on other state bonds.

Proposal
This measure replaces the First-Time Home Buyers
Act of 1982 with a new mortgage insurance program to
help first-time home buyers. It allows the state to sell the
$185 million in authorized, but unsold, bonds remaining
under the First-Time Home Buyers Act of 1982 in order
to provide the funding for the new program. The
mortgage insurance program would be administered by
the California Housing Finance Agency (CHFA), which is
given broad authority to manage the program and the
bond funds.
The $185 million in bond funds would allow mortgage
insurance to be provided for 5,000 to 10,000 first-time
home buyers each year, enabling them to obtain home
mortgage loans with a down payment as low as 3 percent.
The funds would be used principally to provide the
necessary reserves a~ainst losses from households that
default on their loans. The measure requires that the
~ 'rrcrage insurance only be provided to low- and
.!erate-income individuals and families. State law

gives the CHFA discretion in defining these tenns. Home
buyers would pay a fee or "premium" for the mortgage
insurance at an amount determined by the CHFA to
cover the program's expenses, including repayment of the
$185 million in bonds.
Resubmittal Clause. If this measure is not
approved by the voters at this election, the measure
provides that it will be placed on the ballot again in
November 1994.
An Example of How the Mortgage
Insurance Program Would Work
A family in Riverside County plans to purchase a home
costing $180,000. In order to qualify for a home
mortgage loan without mortgage insurance, the family
typically would need to pay $36,000 in cash to meet a
20 percent down payment requirement. The family would
then finance the remaining cost of the home ($144,000)
through a lender (such as a bank or savings and loan).
Under this scenario, the family's monthly mortgage
payment would be about $980 based on current
mortgage interest rates.
If the family qualifies for the mortgage insurance
provided under this measure, however, it could obtain
a loan with only a 3 percent ($5,400) down payment. The
mortgage amount would be $174,600, resulting in a
monthly payment of about $1,300 (which includes a
mortgage insurance premium of about $115).

Fiscal Effect
The net fiscal effect of this measure on the state is
equal to the state's direct cost of paying off the bonds,
offset by repayments from the CHFA for the state's debt
service costs.
Direct Cost of Paying Off the Bonds. The cost of
paying off the bonds would depend, in part, on whether
the interest on the bonds is subject to federal income
taxation. If the authorized bonds are sold on a federal
income tax-exempt basis at an average interest rate of
about 6 percent, the cost would be about $300 million to
payoff both the principal ($185 million) and interest
($115 million). The average payment would be about $15
million annually for 20 years. If the bonds are subject to
federal taxation. the total cost of paying off the bonds
would be somewhat higher.
Repayment of General Fund Costs. The measure
requires the CHFA to set its insurance premiums at a
level that will cover its program expenses, including debt
repayment. To the extent that the premium rates
generate sufficient revenues to offset these costs, then
there would be no iiscal effect on the state from adoption
of this measure. If not, the state would experience net
costs.

For text of Proposition 173 see page 42
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California Housing and Jobs Investment Bond Act.
$185 Million Legislative Bond Act.
Argument in Favor of Proposition 173

YOUR YES VOTE FOR PROPOSITION 173 WILL
HELP STIMULATE CALIFORNIA'S ECONOMY BY
CREATING MORE THAN 37,000 NEW JOBS AND
HELP NEARLY 55,000 FAMILIES BECOME
HOMEOWNERS.
Home prices in California are the highest in the
country and many working families who could easily
afford monthly mortgage payments don't have the 10% or
20% down payment required to enter the housing
market. To assist these prospective homeowners, a broad
coalition of civic, professional. business and labor leaders
urges you to vote YES on Proposition 173.
AT ABSOLUTELY NO COST TO THE STATE OR
TAXPAYERS, Proposition 173 will provide vital
assistance to tens of thousands of first-time homebuyers.
For decades, the Federal Housing Administration (FHA)
program has helped millions of Americans buy their first
home. Because of the high cost of housing in many areas
of the state. however, California doesn't get its fair share
of federallv-backed FHA loans. That's why California
needs Prop·osition 173.
Proposition 173 addresses this unfairness and
California's housing afford ability crisis by creating the
California Housing Loan Insurance Fund (CaHLIF) to
help thousands of first-time homebuyers realize the
dream of home ownership.
AGAIN. AT NO COST TO THE TAXPAYER, this new
program will help first-time home buyers by offering
mortgage insurance to borrowers who put as little as 3%
down toward the purchase of their home. Every dollar
this loan insurance fund spends will be repaid by the
borrowers it helps, just like the highly successful FHA
program.

The result of Proposition 173 will be hundreds of
millions of dollars of new economic activity generated by
the construction of new homes as well as sales and
improvement of existing homes. Best of all. this new
economic activity will give California's sagging economy
a desperately needed shot-in-the-arm.
By spurring home sales, Proposition 173 will CREATE
MORE THAN 37,000 NEW JOBS. In addition to creating
new jobs directly linked to housing construction.
economic experts have shown that each and every home
sale triggers a ripple effect throughout the economy.
From furniture and appliance sales to landscaping and
home improvement projects. every home sale pumps
thousands of dollars into the local economy which. in
turn. creates new job opportunities.
Proposition 173 makes good economic sense. By
offering affordable mortgage insurance to qualified
buyers. tens of thousands of California families will find
that homeownership is no longer an impossible dream.
And in addition to improving the local tax base, a larger
number of homeowners means stronger, more stable
communities. Invest in California's future by voting vr."~
on Proposition 173.
PROPOSITION 173 MAKES GOOD ECONOMIC
SENSE. SO VOTE YES ON PROPOSITION 173.
RAYREMY
President, Los Angeles Area Chamber of Commerce
WILLIE L BROWN. JR.
Speaker, California State Assembly
JOHN F. HENNING
Executive Secretary. Treasurer,
California Labor Federation, AFL·CIO

Rebuttal to Argument in Favor of Proposition 173
Will Proposition 173 create 37,000 new jobs? This is
mere speculation-unless you consider all the
make-work government jobs at the new agency this
proposition will create.
The only sure way to create construction jobs and
affordable housing is to end government rules and
regulations. Most local governments require so much
planning and so many permits, taxes and fees. that
builders must pass on substantial costs to home buyers.
For two years, state government has taken $3.8 billion-in local property tax revenues intended for local services.
The state is taking away the incentive for local
government to approve any new housing. The cities still
will have to pay for services for each new building but
won't have use of taxes already collected for that
purpose. Instead of creating this new housing agency,
state politicians should release the funds to cities and cut
back the size of our bloated state government instead.
30

When Willie Brown says that Proposition 173 results
in "absolutely no cost to the state or taxpayers," he is
incorrect. If the bond buyers are not paid by the new
homeowners, the taxpayers will be responsible. These
are high risk loans. Under Proposition 173, the new
owners only put down 39c and thus have very high
mortgage payments. Even current owners who paid 10%
or 20% down are in financial trouble. Foreclosures are
already up 80%. Taxpayers cannot risk having to pay
back other people's bad debts.
Please VOTE NO on Proposition 173.
TED BROWN
Chairman, Libertarian Party
of Los Angeles County
TIlOMAS TRYON
Calaveras County Supervisor
AARON STARR
Certified Public Accountant

Arguments printed on this page are the opinions of the authors and have not been checked for accuracy by any otlicial ao:ency_
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Argument Against Proposition 173
Voters approved a $200 million bond for first-time many middle class people can't afford to buy homes
home buyers in 1982. The Legislature now tells us that themselves. After all, the average house in Southern
program became "unworkable." After wasting $15 million California costs over $200,000. Why should people who
of the money, they now want to take the $185 million can't afford houses pay taxes to help other people buy
that's left and start a new program. Why should the new houses? It makes no sense. It's just redistribution of the
program be any more "workable" than the one that wealth something that has no place in a free country.
failed?
The 'government has no business in the housing
BONDS ARE NOT FREE MONEY. Proposition 173 market. It is not a proper function of government to play
will raise taxes and spending.
favorites and decide who can buy a house and who can't.
Proposition 173 calls for $185 million, which would
Government involvement in the economy has made
have to be paid back, along with about $138 million in taxation and regulation so heavy that businesses are
interest, over 20 years-RIGHT OUT OF THE going under or even leaving California. This means fewer
POCKETS OF CALIFORNIA TAXPAYERS. The state jobs-and fewer people who can afford to buy homes on
budget has a large deficit. Taxes are higher than ever. their own. As usual, the government seeks more power to
TAXPAYERS JUST CAN'T AFFORD TO PAY FOR attempt to solve a problem it caused in the first place.
THESE BONDS!
California voters, it's time to tell these politicians that
It sounds like a good idea to guarantee loans to help ENOUGH IS ENOUGH! We don't need more taxes and
people buy their first homes. But there are substantial government programs. WE NEED RELIEF FROM
risks. If the new homeowner is unable to keep up with MASSIVE GOVERNMENT SPENDING AND
the payments, the taxpayers will have to pay. Most of us OUT-OF-CONTROL BOND DEBT!
have a hard enough time paying our own bills. Why
VOTE NO on Proposition 173.
should we be responsible for other peoples' bad debts?
TED BROWN
Proposition 173 is intended to help "low and moderate
Chairman, Libertarian Party
.ncome" people buy homes. Thus, if this measure passes,
of Los Angeles County
the state government will be helping low-income people
RICHARD RIDER
buy houses. Rich people have no problem buying houses.
Financial Consultant
What about the middle class?
RICHARD BURNS
This forgotten group pays most of the taxes and yet
Attorney at Law

Rebuttal to Argument Against Proposition 173
The opponents of Proposition 173 are either confused
or deliberately trying to mislead the public. Proposition
173 will stimulate California's sagging economy and help
55,000 middle class families become homeowners
WITHOUT COSTING THE TAXPAYERS A DIME!
Proposition 173 is not a new bond program. It simply
uses existing bonds to provide first-time homebuyers
with affordable mortgage guaranty insurance. Every
dollar the program spends will be REPAID BY THE
BORROWERS IT HELPS, NOT THE TAXPAYERS. The
claim that it will raise taxes and spending is just plain
false.
Government has long been a responsible partner in the
housing market. For decades, the Federal Housing
Administration (FHA) and Veterans Administration
home loan guaranty programs have helped millions of
Americans buy homes. And the CalVet program, financed
l--.v bonds, has never cost California taxpayers one cent!
Proposition 173 will also CREATE MORE THAN
07,000 NEW JOBS. By assisting qualified first-time
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home buyers secure mortgage guaranty insurance, the
result of Proposition 173 will be hundreds of millions of
dollars of new economic activity in the private sector
generated by the construction of new homes as well as
the sale and improvement of existing homes.
PROPOSITION 173 MAKES GOOD ECONOMIC
SENSE. It will create new jobs, generate hundreds of
millions of dollars of new economic activity in the private
sector and improve the local tax base by helping 55,000
middle class families purchase their first home. Invest in
California's future by voting YES on Proposition 173.
JACK KYSER
Chief Economist, Economic Development
Corporation
PAUL V. HORCHER
.lfember, California State Assembly,
60th District
D. R. RANDY SCHWARTZ
President, California Mortgage Bankers
Association

Arguments printed on this page are the opinions of the authors and have not been checked for accuracy by any official agency.
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allpcated for use exclusively for public safety services of
local agencies.
(e) Revenues derived from the taxes imposed pursuant
to subdivision (b) shall not be considered proceeds of taxes
for purposes of Article XIII B or state General Fund

proceeds of taxes within the meaning of Article XVI.
(fJ Except for the provisions of Section 34, this section
shall supersede any other provisions of this Constitu"
that are in conflict with the provisions of this sect.
including, but not limited to, Section 9 of Article II.

Proposition 173: Text of Proposed Law
Insurance Fund as authorized by Section 51623.
52534.3. The proceeds of bonds issued and sold
pursuant to this part shall be deposited in the fund.
Notwithstanding Section 13340 of the Government Code,
all amounts in the fund are continuously appropriated for
the purpose of mortgage guaranty insurance for low and
moderate income first-time home buyers, as specified in
Part 4 (commencing with Section 51600), and the
expenses of sale of the bonds.
PROPOSED LAW
52534.4. The State General Obligation Bond Law
SEC. 3. Part 6.1 (commencing with Section 52534) is
(Chapter
4 (commencing with Section 16720) of Part 3 of
added to Division 31 of the Health and Safety Code, to
Division 4 of Title 2 of the Government Code) is hereby
read:
adopted for the purpose of the issuance, sale, and
PART 6.1. CALIFORNIA HOUSING AND JOBS
repayment of, and otherwise providing with respect to, the
INVESTMENT BOND ACT
bonds authorized to be issued by this part, and the
52534. This part shall be known and may be cited as provisions of that law are included in this part as though
set out in full in this part. Section 16727 of the
the California Housing and Jobs Investment Bond Act.
52534.1. The Legislature finds and declares all of the Government Code shall not apply to proceeds of bonds
issued pursuant to this part.
following:
(a) The First-Time Home Buyers Bond Act of 1982
52534.5. The committee is hereby authorized and
authorized two hundred million dollars ($200,000,000) in empowered to create a debt or debts and a liability or
bonds for a program that became unworkable. There liabilities of the State of California, in the aggregate
remains one hundred eighty-five million dollars amount of one hundred eighty-five million doll
($185,000,000) in authorized but unissued bonds under ($185,000,000), not including the amount of any
refunding bonds, or so much thereof as necessary, for
the First-Time Home Buyers Bond Act of 1982.
(b) Pursuant to Section 1 of Article XVI of the carrying out the purposes specified in Section 52534.3,
California Constitution, the Legislature may reduce the and shall be deposited in the fund. The proceeds of the
amount of indebtedness authorized under a bond act bonds may also be used to reimburse the General
approved by the voters to an amount not less than the Obligation Bond Expense Revolving Fund pursuant to
amount issued under the bond act at the time of the Section 16724.5 of the Government Code.
52534.6. Notwithstanding Chapter 4 (commencing
reduction.
(c) It is desirable to reduce the authorized indebtedness with Section 16720) of Part 3 of Division 4 of Title 2 of the
under the First-Time Home Buyers Bond Act of 1982 to an Government Code, the committee may, whenever it deems
amount equal to the amount of the bonds that have been it necessary to effectuate this part or to conduct an
issued under that act and seek the voters' approval of the effective sale, authorize the Treasurer to sell any issue of
expenditure of the unused portion of that amount, which bonds under either, or both, of the following conditions:
will then be used to improve the availability of mortgage
(a) With interest payments to be made less frequently
financing for residential housing for persons and families than semiannually, and an initial interest payment later
of low and moderate income as provided in Part 4 than one year after the date of the bonds, if the interest
payment date is not later than the maturity date of the
(commencing with Section 51600).
52534.2. As used in this part, the following terms bonds and is fixed to coincide, as nearly as the fund may
have the following meanings:
deem it to be practicable, with the dates and amounts of
(a) "Board" means the board of directors of the the estimated revenues estimated to accrue to the fund
California Housing Finance Agency. The board shall be pursuant to this part.
(b) At less than the par value thereof if necessary to an
the "board" as that term is used in the State General
Obligation Bond Law (Chapter 4 (commencing with effective sale, but the discount pursuant to this
Section 16720) of Part 3 of Division 4 o( Title 2 of the subdivision shall not exceed 6 percent of the par value
thereof.
Government Code).
(b) "Committee" means the Housmg Loan Insurance
52534.7. The committee, upon the request of the
Bond Committee, which is hereby created, consisting of board, shall determine whether or not it is necessaTi
the Director of Finance, the Treasurer, the executive desirable to issue any bonds authorized under this pc...
director of the agency, and the Controller. The Treasurer and if so, the amount of bonds then to be issued and sold.
shall serve as chairperson of the committee. The The committee may authorize the Treasurer to sell all or
committee shall be the "committee" as that term is used in any part of the bonds herein authorized at a time or times
fixed by the Treasurer. The bonds may be sold with
the State General Obligation Bond Law.
(c) "Fund" means the California Housing Loan interest subject to federal income taxation.
This law proposed by Assembly Bill 215 (Statutes of
1993, Chapter 116) is submitted to the people in
accordance with the provisions of Article XVI of the
Constitution.
This proposed law adds sections to the Health and
Safety Code; therefore, new provisions proposed to be
added are printed in italic type to indicate that they are
new.
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52534.8. (aJ All bonds herein authorized, which shall
have been duly sold and delivered as herein provided,
shall constitute valid and legally binding general
obligations of the State of California, and the full faith
and credit of the State of California is hereby pledged for
the punctual payment of both principal and interest
thereon.
(b) There shall be collected annually in the same
manner and at the same time as other state revenue is
collected, a sum, in addition to the ordinary revenues of
the state, that shall be required to pay the principal and
interest on the bonds as herein provided, and it is hereby
made the duty of all officers charged by law with any duty
in regard to the collection of the revenue to do and
perform each and every act which shall be necessary to
collect any additional sum.
52534.9. Notwithstanding Section 13340 of the
Government Code, there is hereby appropriated from the
General Fund in the State 1}easury, for the purposes of
this part, the sum annually necessary to pay the principal
of, and interest on, bonds issued and sold pursuant to this
part, as the principal and interest become due and
payable.
52534.10. All money deposited in the fund that is
derived from premium and accrued interest on bonds sold
shall be reserved in the fund and shall be available for
transfer to the General Fund as a credit to expenditures
for bond interest.
52534.11. Bonds issued and sold pursuant to this part
may be refunded by the issuance and sale or exchange of
'efunding bonds in accordance with Article 6
,commencing with Section 16780) of Chapter 4 of Part 3
of Division 4 of Title 2 of the Government Code.
52534.12. Notwithstanding any provision of this part
or the State General Obligation Bond Law, if the
1}easurer sells bonds pursuant to this part the interest on
which is intended to be excluded from gross income for
federal tax purposes, the 1}easurer shall be authorized to
maintain separate accounts for the investment of bond
proceeds and the investment earnings on these proceeds,
and the 1}easurer shall be authorized to use or direct the
use of these proceeds or earnings to pay any rebate,

penalty, or other payment required under federal law or to
take any other action with respect to the investment and
use of bond proceeds required or desirable under federal
law so as to maintain the tax-exempt status of those,bonds
and to obtain any other advantage under federal law on
behalf of the funds of this state.
.
52534.13. The board may request the Pooled Money
Investment Board to make a loan from the Pooled Money
Investment Account, in accordance with Section 16312 of
the Government Code, for the purposes of carrying out
this part. The amount of the request shall not exceed the
amount of the unsold bonds that the committee has, by
resolution, authorized to be sold for the purpose of
carrying out this part. The board shall execute those
documents required by the Pooled Money Investment
Board to obtain and repay the loan. Any amounts loaned
shall be deposited in the fund for use in accordance with
this part.
52534.14. The board shall determine annually
whether the moneys earned from the use of the fund
exceed the required program costs and reserves so that
they should be transferred to the General Fund to repay
the cost, which includes principal and interest, of the
bonds issued pursuant to this part. In making this
determination, the board of directors shall consider the
capital and surplus reserve requirements, earnings,
future business needs, regulatory costs, financial
conditions, and any other factors appropriate to the
prudent management of the programs prescribed
pursuant to this part, and the board of directors shall use
actuarially sound methods and generally accepted
accounting principles.
52534.15. The Legislature may, from time to time,
amend the provisions of law relating to programs to
which funds are, or have been, allocated pursuant to
Section 52534.5 for the purpose of improving the
efficiency and effectiveness of the program. The
Legislature may also, from time to time, amend the
provisions of law relating to the programs to which funds
are, or have been, allocated pursuant to Section 52534.5
for the purpose of furthering the goals of the program.

Proposition 174: Text of Proposed Law
This initiative measure is submitted to the people in (2) empower parents to send their children to such
accordance with the provisions of Article II, Section 8 of schools; (3) establish academic accountability based on
national standards; (4) reduce bureaucracy so that more
the Constitution.
This initiative measure expressly amends the educational dollars reach the classroom; (5) provide
Constitution by adding a section thereto; therefore, new greater opportunities for teachers; and (6) mobilize the
provisions proposed to be added are printed in italic type private sector to help accommodate our burgeoning
school-age population.
to indicate that they are new.
Therefore: All parents are hereby empowered to choose
PROPOSED LAW
any school, public or private, for the education of their
THE PARENTAL CHOICE IN EDlJ"CATION
children, as provided in this section.
INITIATIVE
(aJ Empowerment of Parents; Granting of
The following section, the "Parental Choice in Scholarships. The State shall annually provide a
.ucation Amendment," is hereby added to Article IX of scholarship to every resident school-age child.
the California Constitution:
Scholarships may be redeemed by the child's parent at
Section 17. Purpose. The people of California, any scholarship-redeeming school.
desiring to improve the quality of education available to
(1) The scholarship value for each child shall be at
all children, adopt this section to: (1) enable parents to least fifty percent (50o/c) of the average amount of State
determine which schools best meet their children's needs; and local government spending per public school student
S93
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